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THE WORLD BANK APPROVED THE STRATEGY FOR ASSI STANCE TO
MACEDONI A

On Septenber 8, the Board of Directors of the Wirld Bank
approved the new strategy for assistance to Macedonia in
t he period 2004- 2006, which includes projects worth
total of US$ 165 mllion. The strategy includes the

pl aned operations of the Bank in the country: structural
and i nvestnent |oans, the econom c and sectored studies
and the technical assistance.

"In spite of the crises in 1999 and in 2001, which
seriously obstructed the devel opnent of the state,

obvi ous progress has been achieved in the econom c
reforms. This includes the progress in the financial
sector and, to sonme extend, in the managenent with the
public funds," reads the announcenment fromthe Wrld Bank
Ofice in Skopje.

The announcenent points out that main econom c chall enges
for the future are still the inprovenent of the
managenent in the public sector, especially the
strengthening of the transparency and efficiency of the
publ i c expenditures and the professionalization of the
public adm nistration. Crucial for the future

devel opment will be the efforts for inproving the
investrment climate in the country for attracting foreign
di rect investnents.

The strategy al so foresees opening of new jobs in the
private sector, as well as building up human capital and
protection of the nost vul nerable categories of citizens.

PARLI AMENT ADOPTS BUDGET REBALANCE

The Parlianent adopted the rebal ance of 2003 budget and
the | aw on 2003 budget execution and limtation as well
as the | aw on source revenues for financing public needs
for 2003.

Addressing the Parlianment, Mnister of Finance Petar
CGosev said the rebal ance of 2003 budget was ai nmed at
reduction of its deficit and nai ntenance of the



macr oeconom ¢ policy in this and the next year.

According to the new budget, the total anount of
expenditures is Denar 59.2 billion, i.e. cut by Denar 0.1
billion conpared to the projected budget. The revenues
are Denar 55.8 billion (Denar 0.6 billion nore than the
original plan), while the budget deficit is expected to
be Denar 3.4 billion - 1.4 percent of the G oss Donestic
Product. Conpared to the original projection, the
deficit will be reduced by Denar 0.7 billion.

THREE WORLD BANK SCENARI OS FOR ASSI STI NG MACEDONI A

The Wrld Bank (WB) Strategy for assisting Macedonia in
the next three years offers three scenarios for
supporting projects in the country. According to the
nost favorabl e scenario, Macedonia will get US$ 165
mllion for realization of nine projects, if it neets
certain conditions, such as conpleting the economc
reforns, maintain solid nmacroeconom c perfornance,
transparent and responsible public procurenent, political
and governnental stability. The second scenario foresees
an assistance of US$ 90 million, while the third and nost
unfavorabl e offers only US$ 20 mllion.

"The Governnment is ready to neet the conditions for the
nost optim stic scenario. The condition for political
and governnental stability is net despite the incidents,

" Mnister of Finance CGosev said, adding that recent

devel opnents in regard to arresting crimnals have shown
t hat peopl e are against conflicts and do not allow to be
taken in by cheap quasi-patriotic stories and ideas. The
WB representatives to Macedoni a presented a report on
unenpl oynent and | abor market in Macedonia. According to
anal yses, the unenploynent rate is one of the country's
maj or probl ens.

DECLARATI ON FOR I NVESTI NG I N CORRI DOR 8 PRQIECTS SI GNED
| N BARI

M nisters of transport of Al bania, Bulgaria, Macedoni a,
G eece, Italy and Turkey signed in Bari, Italy a

Decl aration for new i nvesting nechanisns in the Trans-
European Corridor 8.  Projects will be funded by the
Eur opean I nvestment Bank (EIB). "EIB expressed readiness
to create new i nvesting nmechanisns for this network,
which will enable long-termloans up to 35 years, while
the expenditures for the Corridor projects will be
covered up to 75 percent,"” Macedonian Mnistry of
Transport and Communi cati ons announced in a press

rel ease.



RUSSI A AND FORMVER YUGOSLAVI A SUCCESSOR COUNTRI ES SI GNED
MEMO ON DEBT SETTLI NG

Russia and the successor countries of former Yugoslavia
(Macedoni a, Serbia & Montenegro, Slovenia, Croatia and
Bosni a & Herzegovi na) signed an agreenent in Moscow on
settling the former USSR debt to the former Yugosl avia.
According to the docunent, Macedonia should get 7.5
percent of the total debt, i.e. over 95 billion clearing
dollars. Russian Deputy Mnister of Finance Serge

Kol ot ukhi n said the agreenent covered the debt worth
1.292 billion clearing dollars.

DUTCH GOVERNMENT TO GRANT ADDI TI ONAL EURO 23 M LLION TO
MACEDONI A

Macedoni an Finance M ni ster Petar Gosev and National Bank
Governor Ljube Trpeski net in Dubai with Dutch M nister
of Devel opnent Cooperati on Agnes van Ardenne within the
Wirl d Bank and International Mnetary Fund Annual
Assenbly. At the neeting, Ardenne announced additi onal
Euro 23 mllion in aid to Macedonia, of which 17 mllion
in support of the bal ance of paynment and six mllion for
financi ng speci al prograns on managenent and devel opnent
of the private sector.

The officials also discussed the current econonm c and
political situation in Macedonia, and the country's
progress in neeting the obligations fromthe | M-
arrangement. Ardenne said the Netherlands was ready to
keep supporting the devel opnent of Macedoni a, pointing
out the inportance of the Bal kan devel opnent and
cooperation. The Netherlands was particularly interested
in supporting those processes, she said.

GOVERNMVENT PUTS MACEDONI AN- CANADI AN POSTS AGREEMENT | N
STATE OF REST

The Macedoni an- Canadi an Posts Agreenent on joint project
for providing post and banking services in Macedonia is
put aside, Macedoni an Governnent decided at its regular
session. The Agreenment will have no | egal effect if the
posi tions of both sides remain unchanged after a one-year
term the governnment's decision reads.

Di scussing the report on the course of the negotiations,
it was pointed out that the differences over the
agreenent shoul d not be connected with the good

di plomatic ties of both countries. Macedonia would
service its debt to the "Canadi an Post".



PRQIECT OF FREE ECONOM C ZONE " BUNARDZI K" PRESENTED

Free Econom c Zones Directorate together with experts of
t he consul ting conpanies Lion's Bridge and G ant
Thortnton presented the project of Free Econom c Zone
"Bunardzi k" at the Macedoni an Governnent building. "The
presentation is an encouragenent for the project but at
the sane tinme nmeans a great responsibility for its
realization. The project is not new, but the way of how
it should be carried out is conpletely new.

I nternational tender for seeking newinvestors is to be

| aunched soon.

"This time | expect to gain investor who will enable
opening of this zone,”™ Mnister of Econony Ilija
Filipovski said at the presentation, which was attended
by foreign diplomats to the country. He said that the
devel opnment of the free econom c zones will increase the
direct foreign investnments in Macedonia, will encourage
t he econom ¢ devel opnent and wi Il decrease the

unenpl oynent rate.

According to the Law on Free Econom c Zones, the Free
Econom c Zones Directorate is responsi ble for planning
and devel opnment. In accordance with the Law the | and of
the free zones can be leased to foreign investors for a
period of 50 years with a possibility for extension of
anot her 25 years. For the users of the free zone besides
the duty free treatnent, there are tax incentives and tax
exenptions. During the first ten years neither property
tax nor profit tax should be paid in the zone.

"Experiences fromthe nei ghborhood show t hat European and
wor |l d respectabl e conpanies invest in the free economc
zones in the region. Strong notive exists this zone to
be established and to function due its strategic
position, its placenent on crossroad of Corridors 8 and
10, near the international Airport Petrovec and the
qualified workers," Viktor Delov, Deputy Director of Free
Economi c Zones Directorate, said.

James Duet, Head of the experts teamthat prepares the
tender for Bunardzi k, hopes that till the end of
Decenber, the investor will be chosen and during the next
year the free economc zone will begin to work. Donato
Chi arini, Head of Del egation of the European Comm ssion
to Macedonia, said that the opening of the free economc
zone woul d help the attraction of foreign investnents in
Macedonia. This will stinulate the devel opnent of the
private conpanies, which is an inportant factor in
Macedoni a' s approach to EU, Chiarini said.



AGRCEXPO AND ALTRAVA AT SKOPJE'S FAIR

Two fair's manifestati ons AGRCEXPO and ALTRAVI TA were
hel d at Skopje fair from Septenber 30 to Cctober 4 2003.
The International fair of alternative nedicine,

envi ronment protection, healthy food, paranorna
capabilities and recreation sports, ALTRAVITA was held
under nmotto "Life with the Nature - Health for Everyone"
Partici pants presented their nmethods and therapies,
massages and products in this area. The fair also

i ncl uded round tables, studies and presentations.

M ni ster of Environnment and Urban Planni ng Ljubomr Janev
opened the fair on Septenber 29.

At the 44'" AGROEXPO, 230 representatives from Macedoni a
and abroad took part. It showed acconplishnments in the
areas of agricultural primary production and processing.

MACEDONI A AND | TALY SI GNED MEMO FOR COOPERATI ON OF SMALL
AND MEDI UM COMPANI ES

Trade and investnent cooperation between Macedoni a and
Italy does not correspond with the existing potential,
Macedoni an M ni ster of Econony Ilija Filipovski and
Italian Deputy M nister of Production Activities Adolfo
Urso said on Septenber 29. Mcedonia and Italy signed a
Menmor andum of under st andi ng today, ainmed at inproving the
cooperation of small and nedi um conpani es, Fili povski
said, expressing belief that Italian conpanies wll be
nore present in southeastern Europe.

Urso said that Italian conpanies were interested in
shoemaki ng, textile and food industry, as well as
tourism "ltaly - as current holder of the European

Uni on Presidency - fully supports Macedonia in its
efforts to conduct necessary reforns for the EU
menbership, " Urso said, expressing hope that the
country's aspiration will soon becone reality. Urso,
along with 40 Italian businessnmen and representatives of
institutions for supporting the private sectors, attended
t he Macedoni an-Italian Econom c Forumin Skopj e.

SW SS DONATI ON FOR | NCRESI NG ESM EFFI Cl ENCY

The Swi ss Government granted 12.5 million franks (7.5
mllion euros) for increasing the efficiency in the
distribution activities of ESM Macedonia's electric
power conpany. The assistance will consist of equipnent
and education. In addition 7,000 gauges of 7 mllion
franks wll be delivered, 530 of which will be used for



i nt erconnection probing of the Macedoni an production
facilities and for the large industrial facilities
falling under the category of direct consuners.

This is very inportant in driving a wedge between
production and distribution as part of the foreshadowed
reorgani zati on of the conmpany. The other gauges are
digital and will be destined for the smaller industrial
facilities. Thus, a conpletely new integrated system
wi |l be obtained for measuring, which would reduce

| osses.



